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Highlights 


1977 1976 
Financial — 
Metal sales $ 5,906,000 $ 1,412,000 
Average copper price per Ib. 64.53¢ 55.48¢ 
Oil and gas income $ 616,000 $ 100,000 
Operating cash loss $ 75,000 $ 1,378,000 
Net loss before special items $ 1,083,000 Se i32,000 
Per share $ 0.25 $ 0.26 
Net loss $ 3,995,000 $ 577,000 
Per share $ Orci $ 0.13 
Working capital $ 9,858,000 $11,877,000 
Capital outlay — mining and exploration $ 792,000 $ 1,039,000 
— oil and gas $ 1,179,000 $ 287,000 
Common shares outstanding 4,483,017 4,483,017 
Equity per share $ 7.01 $ 7.92 
Operations — 
Tons milled 288,000 45,000 
Copper produced — lbs. 8,369,000 1,062,000 
Gold produced — ozs. 14,000 4,000 
Natural gas — mcf. 878,000 275,000 


Financial 


The Company’s sustained effort to reduce cash 
losses as the first step to regaining profitability has 
proved successful. The financial results for the year 
show a significant improvement in terms of operating 
cash flow, with the cash loss reduced to $75,000 as 
compared to $1,378,000 in fiscal 1976. This improve- 
ment was the result of a smaller loss on mining opera- 
tions due to the re-opening of the Henderson Mine, 
and to significantly higher income from the Com- 
pany’s investments in petroleum and natural gas. 
Because of increased production and charging nor- 
mal depreciation on buildings and equipment, write- 
offs rose to $1,694,000 in the year as compared to 
$422,000 in fiscal 1976. The higher write-offs almost 
offset the improvement in cash flow, and accordingly, 
the loss per share before special items only declined 
from 26 cents to 25 cents per share. 


In the value of metals produced, including inven- 
tory, copper was priced at an average of 62 cents per 
pound in fiscal 1977 as compared to 70 cents per 
pound the previous year. The rise in price, which was 
anticipated at this time last year, indeed took place in 
the early part of calendar 1977 in expectation of a 
strike against producers in the United States. The 
speedy settlement of that strike led to a fall in the cop- 
per price. Worldwide inventories of copper are at a 
record height and prices are at a record low in real 
terms. Copper prices have declined since June, 1977 
and your Directors can foresee little prospect of 
improvement in copper prices in the short-to-medium 
term. 


As a measure of prudence, therefore, your Directors 
have decided to make a special provision for writing 
down the remaining amount of mining development, 
mining properties and exploration costs related to the 
Main and Cedar Bay Mines. This provision amounts to 
$5,125,000 with a net effect of $2,912,000 after adjust- 
ment for deferred income taxes. No provision has 
been made for write-down of buildings and equipment 
as the estimated resale value exceeds book value. 
Your Directors consider that some of this write-off 
may be recovered in the future, either through dis- 
posals or through profits, but that in view of the 
present uncertainty, the provision made is the wisest 
course to follow at this time. 


Operations 


Both the Henderson and Cedar Bay Mines operated 
on a one-shift basis in fiscal 1977 and the Merrill Pit 
was re-opened in May, 1977 in anticipation of higher 
metal prices. The cost control incentive plan proved 
as effective at the Henderson as at the Cedar Bay 
Mine. Tons milled increased to 288,000 from 45,000 
tons and, as aresult, the loss on mining operations fell 
by $677,000 despite lower metal values. Capital and 
development expenditures were held to a bare mini- 
mum, and were more than offset by the sale of surplus 
equipment. 

A six-fold increase in profit from oil and gas opera- 
tions occurred in fiscal 1977. Operating profit from 
this source rose to $616,000 as against $100,000 in 


fiscal 1976 and this profit is expected to increase sig- 
nificantly in fiscal 1978. This improvement will be due 
to greater production and higher prices. 

With the expansion of the Company’s oil and gas 
interests in Alberta, a separate subsidiary company, 
CCH Resources Ltd. (CCH), was formed early in 1977, 
with an office in Calgary, under the direction of Mr. 
Hugh Mogensen who joined the Company in March, 
1977 as Vice-President — Oil and Gas. It is anticipated 
that substantial funds will be directed into the oil and 
gas industry. 


It is gratifying to report on the current year’s oil 
exploration activity. A new pool oil discovery was 
made in the Bellshill Lake area in Alberta in which 
CCH has 25% and 272% interests in two land blocks. 
Two wells are on production and it is planned to drill 
further wells on the blocks as rapidly as possible. 

The Company has continued its policy of diver- 
sification in the natural resource and energy 
industries. 

The Mining Exploration Division carried out explor- 
ation for tin in favourable areas of the Yukon Territory 
and British Columbia, and several claim groups have 
been staked with the object of organizing a joint ven- 
ture to explore these groups further. An additional 
joint venture was formed to explore for base metals in 
the Echouani region of Quebec. 


As stated in last year’s Annual Report, your Com- 
pany is participating in a joint venture in which it now 
has a 15% interest, exploring for uranium across Can- 
ada. This venture discovered a potential uranium 
deposit near Kelowna, British Columbia. 

Opportunities for investing in coal operations in the 
United States are being investigated as a further addi- 
tion to the diversification in energy resources. A num- 
ber of prospects have been evaluated and the search 
for a suitable investment continues. A U.S. subsidiary 
was incorporated to take over present U.S. oil and nat- 
ural gas holdings and future coal investments. 

Shareholders are referred to the following Reports 
on particular aspects of the Company’s operations for 
more detailed information. 

As Directors, we wish to thank the Company’s staff 
for their excellent work, as well as their skill and 
endurance in another hard year. 

On behalf of the Board, 


Ge 


Chairman of the Board 
JACK N. BLINKOFF 


ra ler Shee. 


President 
CHARLES L. McALPINE 
October 5th, 1977 


Directors’ 
Report to 
Shareholders 


Report on 
Operations 


Mining 


Oil and Gas 


Operations at the Henderson Mine re-opened on a 
one-shift basis in July, 1976 and scheduled produc- 
tion was achieved in October. The Cedar Bay Mine 
also operated on a one-shift basis throughout the 
year. In May, 1977 the Merrill Open Pit was re-opened 
but is now closed. Production for the month of June, 
1977 was 31,000 tons from the three mines, and 
288,000 tons for fiscal 1977. The mill operated on a 
five-day basis for most of the year, increasing to a 
seven-day basis with the re-opening of the Merrill Pit. 


All mines used the cost control incentive plan effec- 
tively, with costs below and grades above target. 
Improved systems of safety inspection and absentee- 
ism control were introduced with the agreement of the 
Union, and regular monthly Union-Management meet- 
ings were held. 


Mine development was confined to the opening of 
existing ore reserves. Capital expenditures were held 
to a minimum and were more than offset by the pro- 
ceeds from the disposal of obsolete and surplus 
equipment. The inventory of mine and mill stores was 
reduced by $237,000 to $1,624,000 despite rising 
costs. 


Ore reserves at June 30, 1977 may be summarized 
as follows: 


June 30/77 June 30/76 
% Gold % Gold 
Tons Copper Oz./Ton Tons Copper Oz./Ton 
Proven 6,968,000 1.50 .037 5,160,000 1.66 .042 


Probable 
TOTAL 


2,867,000 1.36 039 


9,835,000 1.46 .038 


4,835,000 1.67 044 


9,995,000 1.66 .043 


A re-evaluation of the Henderson and Cedar Bay 
reserves has led to changes in category and grade, 
and to a small increase after allowance for production 
in fiscal 1977. The reserves are determined in a con- 
sistent manner from year to year. No allowance, how- 
ever, is made for mining dilution which can effect both 
tonnage and grade, nor is adjustment made to these 
reserves for changes in the price of metals. Surface 
and boundary pillars, consisting of 1,017,000 tons, 
grading 2.23% copper and .035 ounces of gold per ton, 
are not included. 


Creation of Oil and Gas Division 


In fiscal 1977 the Company set up its own oil and 
gas division, through organization of its subsidiary, 
CCH Resources Ltd. (CCH). Mr. Hugh Mogensen, with 
over 20 years’ Canadian and worldwide experience in 
the oil and gas fields, was appointed Vice-President 
and General Manager of CCH. 


CCH is generating its own oil and gas exploration 
projects, through its own staff and through the 
engagement of four independent petroleum geol- 
ogists on a retainer basis. Three of these consultants 
are located in Calgary and one in Tulsa, Oklahoma. 


CCH has first call on any exploration prospect devel- 
oped by these consultants. As a matter of policy, CCH 
looks for participants in all projects and as a rule, 
allows one to act as operator of the project. Financing 
of these projects is mainly provided from the Com- 
pany’s own resources but it is expected that bank 
financing for development drilling will be utilized in the 
future. 


CCH expects to participate in the drilling of approxi- 
mately 25 wells in 1977. Approximately one-third will 
be on projects carried over from the Pennant-Puma 
association, while the balance will be on new projects. 


Planning an oil exploration project 
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Evaluation of Oil and Gas Properties 


An evaluation by independent consultants of the 
Company's oil and gas properties as of March 1, 1977 
gave a total fair market value of $5,052,000 for all 
proven and probable gas reserves and unproven 
properties. The following is a summary of net reserves 
after royalties, together with a comparison of the 
present worth before taxes, discounted at the rate of 
12% per year, on March 1, 1977 and on January 1, 
1976: 


12% PW Before Tax 
March1/77 = Jan. 1/76 


Net Reserves 
March 1/77 Jan. 1/76 


Oil (proven) 14,700 bbIis 14,994 bbls $ 37,800 $ 20,026 
Gas (proven) 7,580 Mmcf 9,489 Mmcf $5,689,300 $5,326,766 
Gas (probable) 1,375 Mmcf 922 Mmcf $ 243,200 $ 138,340 
TOTAL GAS 8,955 Mmcf 10,411 Mmcf $5,932,500 $5,465,106 


TOTAL OIL & GAS $5,970,300 $5,485,132 


Unproven properties were valued by the con- 
sultants at $608,000 as at March 1, 1977. 


The gas reserves and properties have an original 
cost to the Company of $1,785,000 and hence show 
an increase in value of $3,267,000, which has not 
been recorded in the financial statements. 


Results for Fiscal 1977 


Operating profits from oil and gas operations were 
$616,000 and only $100,000 in fiscal 1976. Shut-in gas 
reserves at Charron, Island Lake and Lucky Lake 
came on stream during fiscal 1977, and the Venice 
and Pleasant properties were in production for a full 
year. All the operating profits in fiscal 1977 were de- 
rived from the ventures previously managed by Pen- 
nant-Puma Oils Ltd. 


Bellshill South Project 


This Cretaceous oil play was developed by one of 
the CCH consultants and resulted in a new pool oil dis- 
covery in the Bellshill Lake area 150 miles north-east 
of Calgary. 


CCH owns a working interest (27.5% or 26.125%) in 
800 acres earned by drilling of the discovery well 
named Signalta et al Bell (5-10-41-12W4) and a 25% 
working interest in a further 1,156 acres earned with 
the successful follow-up well, Signalta et al Bell (1-9- 
41-12W4M) (see map). Both wells have been placed 
on production but allowable rates are still to be estab- 
lished by the Energy Resources Conservation Board. 
Additional drilling will be carried out in September. 


Texas 


During the year the Company sold its interest in the 
Vela property in Zapata County, Texas, for the amount 
of its investment plus a 122% carried interest. The 
operator, Entex Ltd., has recently completed an 
11,900-foot well on the Vela property. Testing is in 
process prior to drilling a further well. The Vela prop- 
erty adjoins lands on which Gulf Energy Development 
Corporation and partners have completed a success- 
ful well, the rate of flow of which was sufficiently high 
to cause a blowout and the destruction of a drilling rig. 
This may indicate a substantial gas pool, and further 
drilling is planned as a result. Entex plans to drill 
another well on the Vela property in order to find the 
same gas pool. 


Bellshill Discovery Well 
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Exploration 
and 
Diversification 


Exploration Policy 


The Company continued its policy of exploration 
through joint ventures with the number of minerals 
sought being enlarged. An additional base metal joint 
venture agreement, the Echouani, was signed. The 
Exploration Division initiated a successful tin explora- 
tion project in the Yukon Territory and British Colum- 
bia. 


Through its expenditure of $625,000 in fiscal 1977, 
the Company participated in total exploration budgets 
of over $1,750,000, its proportions of interest ranging 
from 15% to 100%. 


Base Metals 


The main joint venture in the Chibougamau area, 
with an annual budget of $250,000, is entering its sec- 
ond year. This venture, managed by the Company, 
seeks for base metals. Work was carried out on five 
projects during the year and holdings were increased 
by staking. 


In the Echouani Joint Venture the Company has as 
participants Great Plains Resources Ltd., Pan Ocean 
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Oil Ltd., and United Canso Oil & Gas Ltd., with the 
object of exploring for base and precious metals in the 
Echouani area, some 160 miles southwest of 
Chibougamau. This area has had little exploration in 
the past. The 1977 budget is $140,000, with the Com- 
pany acting as manager. An airborne survey has been 
completed, groups of claims have been staked and 
drilling will commence this September. 


Uranium 


Exploration for uranium was carried out by a joint 
venture in which the Company, Norcen Energy 
Resources Limited, E & B Explorations Limited, and 
Ontario Hydro are participants. The program covers 
the search for uranium across Canada, with an annual 
budget of $1,000,000, and is managed by Norcen 
Energy Resources Limited. 


Your Company originally acquired a 30% interest but 
subsequently sold half of its interest (15%) to Ontario 
Hydro. 


The venture acquired holdings in British Columbia, 
Alberta (Athabasca basin), Ontario (Agnew Lake), and 
Nova Scotia. In British Columbia the venture holds a 
70% interest in a potential uranium deposit near 
Kelowna (Blizzard property). Drilling has indicated a 
zone in excess of 1,000 feet in length (and still open) 
ina Tertiary basin. Two-thirds of the 33 holes drilled to 
date have intersected values averaging two pounds of 
uranium oxide per ton in thicknesses up to 50 feet. 
Drilling has stopped temporarily while results are 
being studied. Drilling programs were carried out in 
Ontario and Nova Scotia and are continuing in Ontario 
and Alberta. 


Asbestos 


This venture, managed by your Company, met with 
considerable encouragement last fall when three suc- 
cessful, wide-spaced holes were drilled, the best inter- 
secting 426 feet, averaging between 2% and 3% asbes- 


Prospecting for tin in the Yukon 


tos by visual estimation. The end of the zone was not 
reached in this hole. A planned detailed drilling pro- 
gram awaits clarification of the Quebec government’s 
intentions regarding the asbestos industry. Under the 
terms of the venture ‘agreement, the other participant 
will earn a 50% interest in the claims after it has spent 
$230,000. 


Tin 

The Exploration Division has carried out reconnais- 
sance prospecting for tin in three promising areas of 
the Yukon and Northern British Columbia. Results to 
date are encouraging and two groups of claims have 


been staked. Tin supply is critical and the situation is 
forecast to remain so. 


Iron Ore 


A major international iron ore company is currently 
evaluating the commercial potential of the FerChib 
Project, and is seeking prospective purchasers. A pre- 
liminary report indicates that while the project is eco- 
nomically viable with government support, the cur- 
rently depressed state of the international steel 
market means deferral for the time being of the long- 
term iron ore purchase contracts needed to justify 
investment. 


Drilling for uranium in British Columbia 


Coal 


To widen its base in energy resources, the Com- 
pany has recently undertaken studies of the possibility 
of investing in coal operations. To date these studies 
have been confined to the Appalachian basin and to 
West Virginia in particular, with a number of prospects 
evaluated. 


Mexico 


Most of the Company’s activities in Mexico are car- 
ried out through Cia Minera Trans-Rio S.A. de C.V., in 
which the Company has a 24% interest. Efforts during 
the past year were concentrated on technical and 
economic studies relating to a production decision on 
the Washington Mine. A detailed feasibility study by 
outside consultants indicates that the deposit is mar- 
ginally profitable at present metal prices. Discussions 
are in course with a Mexican mining company looking 
to its being granted an option to explore other miner- 
alized occurrence on the property, with the object of 
increasing the ore reserves. lf successful, it is hoped 
that the Washington Mine will be brought into produc- 
tion with Cia Minera Trans-Rio retaining an interest. 
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Financial 
Report 


Management’s Discussion and Analysis of 
Operations —Comparison Fiscal 1977/1976 


The financial results for fiscal 1977 show major 
improvements in terms of operating cash flow, with 
net loss before write-offs of $75,000 as opposed to 
$1,378,000 in fiscal 1976, consequent upon higher 
production of metals and of natural gas. Mine operat- 
ing losses declined by $677,000 from $1,746,000 in 
fiscal 1976 to $1,069,000, largely due to the re-open- 
ing of the Henderson Mine, tight cost controls and the 
continued success of the cost control incentive plan. 
The average value of copper produced, including 
sales and inventory, was 62 cents per pound as 
against 70 cents per pound in fiscal 1976. Sales reve- 
nue from mining rose to $5,906,000 from $1,412,000 in 
fiscal 1976. The average selling price of natural gas 
rose to $1.42 from 95 cents per MCF in June, 1976. 

Write-offs at $1,694,000 were $1,272,000 higher 
than those of fiscal 1976, mainly due to increased pro- 
duction. Amortization of deferred development rose 
by $522,000 over fiscal 1976 to $609,000, as a result of 
milling 288,000 tons against 45,000 tons in fiscal 1976. 
Depreciation was taken on all assets in fiscal 1977. In 
fiscal 1976, due to the shutdown, depreciation was 
only taken on those assets in operation during the 
year. 

Copper prices remain low and, as a result, the Mines 
continue to incur operating losses. As a measure of 
prudence, therefore, a provision has been made for 
writing down the mining assets related to the Main and 
Cedar Bay Mines as follows: mining properties 
$175,000, deferred development cost $4,435,000, and 
exploration $515,000 for a total of $5,125,000. 

Full provision has been made for write-down of 
mining properties, deferred development and for 
exploration costs related to these mines. No provision 
has been made for write-down of buildings and equip- 
ment as the estimated resale value exceeds the book 
value. This provision, after adjusting $2,213,000 as 
reduction in deferred income taxes, increases the net 
loss for the year by $2,912,000 or equivalent to 67 
cents per share. Some of this write-off may be recove- 
red, either through disposal or future profits. Given 
the present uncertainty, Management has deemed 
this provision to be the wisest course. 

Interest and other income was $917,000, an 
increase of $139,000 over fiscal 1976, mainly as a 
result of a large profit on the disposal of fixed assets. 
Interest income was approximately the same in both 
years as higher interest rates offset the decline in the 
amount invested in short-term securities. 

Total investment in fiscal 1977 was $2,191,000 as 
compared to $1,423,000 in fiscal 1976, with the main 
area of investment being in petroleum and natural gas 
operations. 

Expenditure on oil and gas rose from $287,000 in 
fiscal 1976 to $1,179,000 in fiscal 1977, representing 
over 50% of all investment. These expenditures were 
partially financed through a bank loan. 


Outlays on mining exploration were $625,000, 
$132,000 more than in fiscal 1976, due to expendi- 
tures on uranium, tin and coal projects. Expenditures 
on mining equipment and development were held toa 
minimum. 

In total, working capital declined by $2,019,000 as 
against $886,000 in fiscal 1976, as a result of the 
above investments and of the operating cash loss of 
$75,000. The higher operating cash loss of $1,378,000 
in fiscal 1976 was more than offset by the sale of the 
Pennant-Puma shares for $1,689,000. 


Comparison Fiscal 1976/1975 


The fiscal year 1976 was abnormal in that the mines 
with the exception of Cedar Bay were shut down, as a 
result of the failure to negotiate an acceptable new 
collective agreement together with a low copper 
price. Hence, detail comparisons with previous years’ 
results are not very meaningful. Sales for the year of 
$1,412,000 represented the disposal of inventory on 
hand at June 30, 1975. Production for the year 
amounted to 45,000 tons almost all from the Cedar 
Bay Mine which operated for nine months, using 
supervisory staff. The market value of this production 
was $1,264,000 at June 30, 1976 and none was sold 
during the 1976 fiscal year. Care and maintenance 
costs are included in the cost of mining operations. 
Despite the shutdown and the rise in costs due to 
inflation the loss on mining operations before write- 
offs declined from $1,931,000 in fiscal 1975 to 
$1,746,000 in fiscal 1976. 

Write-offs which include amortization of deferred 
development and depreciation fell from $2,142,000 in 
fiscal 1975 to $422,000 in fiscal 1976. The deferred 
development write-off was reduced from $983,000 in 
fiscal 1975 to $87,000 in fiscal 1976 due to the drop in 
tons milled from 578,000 to 45,000. Depreciation was 
also reduced, partly owing to certain assets becoming 
fully depreciated during the year, but also as a result 
of the policy not to write depreciation on those assets 
not utilized when operations are suspended for more 
than six months. 

Interest income declined mainly as a result of a 
decrease in the average balance of short-term invest- 
ments from $11,367,000 in the 1975 fiscal year to 
$8,835,000 in the 1976 fiscal year. 

An extraordinary gain was recorded on the sale of 
shares in Pennant-Puma Oils Ltd., giving a net gain of 
$555,000 after provision for deferred taxes. The 
shares were sold for $6.00 per share and were pur- 
chased in fiscal 1972 for an average price of $2.59 per 
share. Oil revenues have increased during the year 
due to price increases and to production coming on 
stream. 

A new collective labour agreement was signed with 
the United Steelworkers of America on August 31, 
1976 and both the Cedar Bay and Henderson Mines 
are now in production on a one-shift basis. 


Five Year 
Financial Performance 1977 1976 1975 1974 1973 Review 
(Amounts in thousands 
Sales i 5,906 1,412 14,159 26,140 19,493 of dollars except per 
Operating (loss) income on mining operations (1,069) (1,746) GEIS) 9,185 4,580 share figures) 
Operating income — oil and gas 616 100 _ _ = 
Interest and other income 917 778 1,204 1,118 721 
Corporate administration 539 510 607 587 429 
Operating cash flow — positive (negative) (75) (1,378) (1,334) 9,716 4,872 
Write-offs — mining operations 1 2S 341 2,142 Cmlala The) 
— oil and gas 139 81 — — = 

(Loss) income before special item & deferred taxes (1,769) (1,800) (3,476) 6,605 BWV it 
(Loss) income before extraordinary & special items (1,083) (1,132) (25103) 3,960 1,052 
Per share $ (0.25) $ (0.26) $ (0.48) S$ 0.91 $ 0.24 
Extraordinary & special items — (loss) gain (2,912) 555 — _ 476 
Net (loss) gain (3,995) (577) (2,103) 3,960 1,528 
Per share $ (0.91) $ (0.13) $ (0.48) $ 0.91 $ 0.35 
Capital outlays — mining operations 167 546 3,440 OSS 2,246 

— oil and gas pyle) 287 183 530 229 

— exploration 625 493 770 442 227 


Financial position 


Working capital 9,858 Wl eMeTL 2 eke 19,920 UM Ue 
Shareholders’ equity 30,623 34,618 35,1195 38,391 34,431 
Per share $ 7.01 $ 7.92 $ 8.05 $ 8.78 SS 7230 
Sales Data 

Pounds copper sold — in thousands 6,386 1,656 15,700 25,980 31,465 
Average copper price — per Ib. 64.53¢ 55.48¢ 70.28¢ 85.39¢ 52.76¢ 
Ounces gold sold — in thousands il 3 ihe 27 BS 
Average gold price — per oz. $133.90 $168.69 $165.20 $131.96 S ass} 
Natural gas — mcf 878 2S = = = 


Operating data 


Tons milled — in thousands 288 45 578 1 Aas 1,108 

Copper produced — in thousands 8,369 1,062 12,320 25,660 30,658 

Gold produced — in thousands 14 4 15 27 33 

Notes: 

1. Normal mining operations were suspended in fiscal 1976. (See 3. Where necessary, the above results have been reclassified to 
note 1(b) to the financial statements.) correspond to the form of presentation adopted in 1977. 

2. 1975 results only show nine months’ operations due to the strike. 4. Metal production figures are reported prior to smelter deductions. 
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Consolidated 


Statements 
of Income 


and Retained 


For 


Earnings 


the Year Ended 
June 30, 1977 


(stated in Canadian dollars, 


with 


12 


comparative figures 
for the 1976 year) 


Campbell Chibougamau Mines Ltd. 


(No Personal Liability) 


1976 


(in thousands) 


pe NELAE 
Income 
Revenue from mining operations (note 1(1D)) ...........:cccsessceeessteeeseensseesensssnsessnns $ 5,906 
Cost of mining Operations gence cess erecta re ence cee eee ee reece 6,975 
Operating lossiomimMiIninGgiOPeraliOnS meester eee teeeee eee re ses eerie reenter t 1,069 
Operating income on petroleum and natural gas operations .....................06 616 
Interest'and other inGome nn. icc scsscceacccscocsesCosseoe eer cecnes eee eee cence cere trees eneees see 917 
Corporate administration :.cco.nceeieseesscaeaerce ese econ eee eect cee enrerneuemeeees 539 
Loss before the undernoted items wa cescoeeeceree enone reeset cee sree eee eseeeetteeeEee cee tS) 


Write-offs (note 1): 
Mining operations — 


Depreciationvand: depletionimieresaccee eee costre eee ceee eee near ee ace eee ener eee 843 
Deferredidevelopment Costs -ecseee-oreee eee eere renee eeeaece eee eeeee oer eee reac reenter 609 
Exploration expenditures .e ieee ae cree ere a eae erenee- rote eee eee ees 99 
(Od ay 21 GreN Merete rate ee cee ea Seeine EMer an ney Soper oserisscaioonu canbe cacaorobossass aadeaad cesdsouneeasee 4 

1585 

Petroleum and natural gas operations — 

Depreciation:andi:depletiom meee ate ceo eerie eee eee eee neeeere ee enet eee 139 

1,694 


Loss before special provision for write down of mining assets, reduction in 
deferred income taxes and mining duties and extraordinary item ............ As: 
Special provision for write down of mining properties, deferred development 


andiexplorationiGmote: l(b) epee seat cece eee nee eee ae ener ae ee SalZo 
Loss before reduction in deferred income taxes and mining duties and 

Sxtraordinaryiitemin. mierecccesectetcces cree see Seen core see SC eae ee Ce etn Eee eee 6,894 
Reduction in deferred income taxes and mining duties (including $2,213,000 

in 1977 relating to special provision for write down of mining assets) .... 2,899 
Eoss:betore: extraordimalry ite mpenne sseseceseceeeeetnemncce eee nee ner eee omen eee eres 3,995 
Gain on sale of shares of Pennant-Puma Oils Ltd. (net of deferred income 

taxes ‘Of $405,000) .cereccsctoreeant sec otetee ee Camere een ee See seme ene 
Netiloss forthe yea iiss te receccsstocsnnanca boat cee ee eee eee nent cece eer nee eee ene ee $ 3,995 


Loss per share before special provision for write down of mining assets of 
$5,125,000 and the related reduction in income taxes and mining duties 


Of: $2,213 000 1M, 1.97.7) cere steco ce aates correc eater ee eee ae ee eRe eee $0.25 
Eossiper share betorerextraonGinalyalte mlpaensseseestsa teaser eee eee eee tee $0.91 
Net loss pernshare for the year <.ccfuc encase cre ene $0.91 
Retained Earnings 
Balance at beginning, Of oar istssccenes cose te ree eee $21,513 
Net loss for the Year 22.255.) 6.Gnscteehcnerneigaae See eee Peer ee 3,995 
Balancevat end of year ix arescccnsicectemecatceitnsaccncee in ent eee sere en meee $17,518 


(See accompanying notes to consolidated financial statements) 


$ 1,412 


3,158 


1,746 
100 
778 
510 


1,378 


230 
87 
24 


341 


81 


422 


1,800 


1,800 


668 


1132 


555 


oon 


$0.26 
$0.26 
$0.13 


$22,090 
S77 


$21,513 


Campbell Chibougamau Mines Ltd. 


(No Personal Liability) 


Consolidated 
1977 1976 Statement 
(in thousands) of Changes 


Source of funds: in Financial 


Proceeds from bank loan (net of repayMent) .........0..cccceceseceesseeeseceecensecetseees $ 169 ane 

are OftlX eC. a SSG Seem mone he retin Met See SAE RON ek re tren RS gl ace 78 $ 226 Position 

Seer Omsnaresin PeNiant-P uma Olls tC sec sa.tennet a aeceer cea anetscameeeect ees 1,689 For the Year Ended 
Total’ source of fUmdS se. ecstisceeccsserctee sane eavas nsec cdo basses edeoes 247 1,915 June 30, 1977 


(stated in Canadian dollars, 

with comparative figures 

for the 1976 year) 
Application of funds: 


Operations — 


Operating loss before write-offs, special provision and taxes ................... Ths) E36 

Capital outlays on petroleum and natural gas operations — 
Expenditures on leases including exploration and development costs .... 879 187 
PURSE NESS CHS Te UT SKET AN Goncoosnace sosonceedsoadee dueeede basostige descuaencecaae duapobecatesodcdaanoae 300 100 
elo) 287 


Capital outlays on mining operations — 


MINING; (DROSS, [OVEV AY VAC) GE TUN OIMEIMNE oocsconneonse aceon spebusotvaganbenosendonnogeex5cao0q00 155 147 
BetenedidevelopmentiCOStSm recente estore ence caro mmeceece aoe aseeneceseconeeas 12 399 

167 546 

GapitaloutlaySomexplOrattOmperemearcnca teste reoamicrrene eric: seceacenceesobaeomaces sce 625 493 
Investments in and advances to associated and other companies ................... 220 SW 
motalapplication:of fUNGS secisce tees eee etree sesteecs secede she anes? 2,266 2,801 
DeCreaScanawOnkinGucap itallimeewcswiteestn-censanteseesare eeeen een eeenc ee ace eee aeeaiecenerae mene 2,019 886 
Wore) Cayoruell 2c le=xelininiiake) Chi AWEVEIP cosevasesoosccosccopoenccoondsncopbeecanasededcrasoderogoooaepHesr WSSU 12,083) 
WiOnkingucapitalkattemd OfVCal see cpresssseu ace area muaaeenairanectuucants ceeeespennerrameses sea $ 9,858 $11,877 


(See accompanying notes to consolidated financial statements) 
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Campbell Chibougamau Mines Ltd. 


(No Personal Liability) 
(Incorporated Under the Quebec Mining Companies Act) 


Consolidated Balance Sheet 
June 30, 1977 


(stated in Canadian dollars, with comparative figures at June 30, 1976) 


Assets 


Current assets: 


Gashrandishonttermilnvestme iitSitascetesenteeretecs cere ere eee eer e eee e eee ener nee 
Accounts receivables. :.atedoscotecec aon coca aecce erence tere tecee ee eer er ee eee eee ne ec eee 
Metals in process, at lower of cost and estimated net realizable value ........ 


Minezand: mill: Stores atiCos tart eee Ce Serene eee eee 


Investments in and advances to associated and other companies (note 2) .... 


Investments in mining operations (notes 1(b) and (3)) 


PropertiessDUIGINGSiamG [eG UI OMe Mitamere seer eee ee eee see eee ee 
DeferredidevelOpMmentiGOSsts ex ie wes setee cons oe renee ee ee eRe 


Investments in petroleum and natural gas operations (note 3) ........................ 


Exploration expenditures on base metal, iron ore and uranium properties 


GMOTEST) CD) eaivcl ((S)) ae eeree sete coerce tree tet te cote eye ng 


(See accompanying notes to consolidated financial statements) 


1977 


1976 


(in thousands) 


$ 6,593 
1,410 
2,232 
1,624 


ileoog 


2,621 


7,145 
6,436 


13,581 


2,409 


3,617 


$34,087 


$ 7,745 
PAO 
1,264 
1,861 


12,967 


2,405 


8,085 
11,468 


UG Sex 


1,369 


3,607 


$39,901 


Liabilities 


Current liabilities: 
Accounts payable and accrued liabilities .... 


Deferred income taxes and mining duties ........00....000.0..0cccccccecccccceeeceeeeeeeeeeeene ees 


Long-term bank loam ...................0cccccceeeceeeteeeees 


Shareholders’ equity: 


Capital stock — 
Shares of $1 par value (note 4): 
Authorized — 
5,000,000 Class A shares 
500,000 Class B shares 


Issued and outstanding — 
AN ANSSS} (ONL TF GUMEVAES soocosovonae 
Contributed surplus — premium on shares 


ReEtaime cleanin Smart encantecysesrecarereecrot. 


On behalf of the Board: 


JACK N. BLINKOFF, Director. 


CHARLES L. McALPINE, Director. 


1977 


1976 


(in thousands) 


$ 2,001 


1,294 


169 


4,483 
8,622 


13,105 


ONO 


30,623 


$34,087 


$ 1,090 


4,193 


4,483 
8,622 


13,105 


21,913 


34,618 


$39,901 
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Financial 
Statements 
June 30, 1977 


1. Summary of accounting policies 

Following is a summary of the more significant accounting 
policies followed in the preparation of these consolidated 
financial statements: 


(a) Basis of consolidation — 

The consolidated financial statements include the accounts 
of the Company and its wholly-owned subsidiary, CCH 
Resources Ltd., from the effective date of acquisition of that 
subsidiary on January 1, 1977, and give effect to the elim- 
ination of intercompany transactions. 


(b) Mining operations — 

Mining operations were resumed at the Henderson Mine ona 
one-shift basis in July 1976 and a new labour agreement was 
signed on August 31, 1976. The Cedar Bay Mine, which had 
re-opened after shutdown in 1975, also operated on a one- 
shift basis during the 1977 fiscal year. 


Current copper prices are not sufficient to cover total costs 
of mining including depreciation, depletion and amortization 
and little improvement can be forecast in the short-to- 
medium term. As a result, salvage of the underground 
crusher at the Main Mine is now taking place preparatory to 
flooding the mine. It is anticipated that a similar decision may 
be made with regard to the Cedar Bay Mine. Management 
has therefore deemed it prudent to make full provision for a 
write down of property costs and unamortized deferred 
development and exploration costs related to the Main Mine 
and Cedar Bay Mine as a special item in the consolidated 
statement of income. 


Approximately $14,245,000 of the remaining carrying value 
of the Company’s investment in mining operations relates to 
fixed assets and deferred costs associated. with 
Chibougamau mining operations. While recovery of these 
amounts is dependent upon a longer term recovery of cop- 
per prices or disposal of the assets at not less than book 
value, management does not believe that any reduction in 
carrying value is required at this time. 


(c) Sales, production and metals in process — 


The Company’s metal production is shipped in concentrate 
form to an outside smelter to be smelted and refined during 
the course of a three-month period. The sale of the metals, 
less certain smelter deductions, is recorded three months 
after arrival at the smelter. Metals in process during the 
three-month period are carried at the lower of production 
cost and estimated net realizable value. 


(d) Deferred development costs and exploration 
expenditures on mining operations — 


Development costs are deferred and charged against 
income ata rate per ton milled computed by dividing the total 
of unamortized development costs and anticipated future 
development costs by the total of proven and probable ore 
reserve tonnage. 


Exploration expenditures are deferred by specific project 
and are written off if the project is abandoned. 


(e) Accounting for petroleum and natural gas operations — 


The Company follows the full cost method of accounting 
whereby all costs related to the exploration and development 
of oil and gas reserves are initially capitalized. Such costs 
include lease acquisition costs and rentals, drilling costs, 
geological and geophysical costs, and related overhead 
expenditures. These costs and the cost of production equip- 
ment are charged against income on a company-wide com- 
posite unit of production method based on estimates of 
recoverable oil and gas reserves. 


A majority of the Company's petroleum and natural gas activ- 
ities are carried on through joint ventures in which the Com- 


pany takes an active interest, and accordingly the Company 
records its proportionate share of assets, liabilities, revenues 
and expenses of these ventures. 


(f) Depreciation and amortization — 

Depreciation of buildings and equipment is largely computed 
on the straight-line basis at a 6% rate. Full depreciation was 
charged in fiscal 1977 whereas in fiscal 1976 depreciation 
was Charged only on assets utilized during the shutdown in 
accordance with Company policy. 


(g) Depletion of mining properties — 

Depletion is provided on mining properties at a rate per ton 
milled determined by dividing the total undepleted cost of the 
properties by the total of proven and probable ore reserve 
tonnage. 


(h) Investments in associated and other companies — 

The investment in Chibougamau Mining & Smelting Co. Inc. 
in which the Company has effective control, but not majority 
share ownership, is carried on the equity basis of accounting 
whereby the carrying value of the investment is adjusted by 
the Company's share of any net income or deficit. Other 
investments are recorded at cost. 


(i) Income taxes — 

The Company follows the tax allocation method of providing 
for income taxes and mining duties based on income 
reported in the accounts while taxable income may be 
changed by claiming capital cost allowances and develop- 
ment expenditures in amounts different from depreciation 
and development costs written off against income each year. 
The accumulated result of these timing differences is shown 
on the balance sheet as deferred income taxes and mining 
duties. 


(j) Earnings per share — 

The computation of earnings per share is based on the 
weighted average number of shares of the Company out- 
standing during the year (4,368,444 shares in 1977 and 
4,370,209 shares in 1976) after reflecting the deduction of 
the Company’s pro rata interest (note 2) in those of its own 
shares held by Chibougamau Mining & Smelting Co. Inc. 


2. Investments in other companies 


Investments in and advances to associated and other com- 
panies consist of the following: 


Quoted 
market 
value at 
Direct June 30, Carrying value 
Interest 1977 1977 1976 
(in thousands) 
Chibougamau Mining & 
Smelting Co. Inc.: 
Shares 42% $407 $1,216 $1,212 
Debentures se 397 340 
Cia. Minera Trans-Rio, 
S.A. de C.V.: 
Shares 24% Unlisted 65 65 
Advances 785 651 
Other 158 137 
$2,621 $2,405 


The Company’s equity in the book value of the net assets of 
Chibougamau Mining & Smelting Co. Inc. at June 30, 1977 
was $856,000 ($847,000 in 1976). This amount does not nec- 
essarily represent the present value of the Company’s share 
of the underlying assets which are comprised mainly of mar- 
ketable securities, mining claims and deferred expenses. 
The carrying value of the securities held by Chibougamau 
Mining & Smelting Co. Inc. includes $242,000 at June 30, 


1977 and $238,000 at June 30, 1976 representing the Com- 
pany’s pro rata interest in shares of its own capital stock 
held by that company. 


3. Investments in natural resource properties 


Investments in natural resource properties and expenditures 


thereon are as follows: 
3 Accumulated 


depreciation, 
depletion and Net 


Expenditures amortization book value 
(in thousands) 
Mining — 
Properties a5 19), 00 $ 5,043 $ 754 
Building, machinery 
and equipment 18,666 V2 27 6,391 
Deferred 
development costs 38,074 Si) (exer) 6,436 
$62,537 $48,956 $13,581 
Petroleum and natural 
gas — 
Lease rights including 
exploration and 
development costs 
related thereto oy 22S) oo P28 $ 1,928 
Production and 
other equipment S89) 58 481 
$ 2,/64 gee $ 2,409 
Exploration expenditures $ 4,464 $ 847 $3,617 


4. Capital stock 

The Class A and B shares are interconvertible at any time 
and are similar in all respects, including dividend rights, 
except that dividends on Class B shares may be declared on 
a ‘‘tax deferred” basis payable out of “1971 undistributed 
income on hand” (‘‘UIOH’’) (after payment of a 15% tax 
thereon) and “1971 capital surplus on hand” (‘CSOH”’) as 
those terms are defined in the Income Tax Act of Canada. 
At June 30, 1977, UIOH approximated $7,900,000 and 
CSOH approximated $3,000,000. 


On March 31, 1977 the Minister of Finance introduced a bud- 
get which indicated, among other things, that dividends 
could not be paid on a ‘‘tax deferred”’ basis after December 
31, 1978 but that prior to that date such dividends could be 
paid out of CSOH without prior payment of the 15% tax on 
UIOH. The proposed legislation would also have the effect of 
increasing CSOH by $8,622,000 through the inclusion of 
contributed surplus with CSOH. To date legislation bringing 
these proposals into law has not been enacted. 


At June 30, 1977, the 4,483,017 shares issued and out- 
standing consisted of 4,336,973 Class A shares and 146,044 
Class B shares (4,309,683 and 173,334 respectively as at 
June 30, 1976). 


5. Reclassification of 1976 figures 

1976 comparative figures have been reclassified in certain 
respects from those previously presented to correspond to 
the form of presentation adopted in 1977. 


6. Litigation 

The Company is a Defendant together with other companies 
in an action in the Superior Court of the Province of Quebec 
claiming an injunction to restrain Defendants from any fur- 
ther activities in certain of the areas in which they operate in 
the Province of Quebec and various amounts of damages, 
$1,540,000 in the case of the Company, based on alleged 
environmental contamination and interference with alleged 
rights of the Cree Indians. The action is being contested and 
Counsel for the Company is of the opinion that the Company 
has a valid substantive defence to this action. 


To the Shareholders of 
Campbell Chibougamau Mines Ltd. 
(No Personal Liability): 


We have examined the consolidated balance sheet of 
Campbell Chibougamau Mines Ltd. (No Personal Liability) as 
at June 30, 1977 and the consolidated statements of income, 
retained earnings and changes in financial position for the 
year then ended and have obtained all the information and 
explanations we have required. Our examination was made 
in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 


Note 1(b) to the consolidated financial statements 
explains that the recovery of the Company’s investment in 
Chibougamau mining operations is dependent upon a longer 
term recovery of copper prices or disposal of the related 
assets at not less than book value. 


In our opinion, subject to the strengthening of copper 
prices sufficient to permit recovery of the Company’s invest- 
ment in Chibougamau mining operations or disposal of this 
investment at not less than book value, and according to the 
best of our information and the explanations given to us, and 
as shown by the books of the Company, these consolidated 
financial statements are drawn up so as to exhibit a true and 
correct view of the state of the affairs of the Company as at 
June 30, 1977 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles 


applied on a basis consistent with that of the preceding year. 


ARTHUR YOUNG, CLARKSON, GORDON & CO. 
Chartered Accountants 


Toronto, Canada, 
September 29, 1977. 


Sales Prices 


Class ‘A’ Shares 


Quarter Ended High Low 
September 30, 1975 $ 4-3/16 $ 3-7/8 
December 31, 1975 4-3/16 3-5/8 
March 31, 1976 4-5/8 3-5/16 
June 30, 1976 4-13/16 3-13/16 
September 30, 1976 4-1/2 3-1/2 
December 31, 1976 3-5/8 2-3/4 
March 31, 1977 3-15/16 3 
June 30, 1977 3-15/16 2-13/16 


In March 1975, all common shares were reclassified into 
Class A shares with the right to convert on a share-for-share 
basis to Class B shares. Comparatively few shares were con- 
verted. Class B shares are not traded on the American Stock 
Exchange. 
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Senior 
Operating 
Staff 


Mining Operations 


J. Gordon Strasser 
Vice-President and General Manager 


J. Yvan Cote 
Superintendent of Metallurgy 


Lyall W. Chapman 
Mine Superintendent — Henderson 


Fernand J. Lemieux 
Mine Superintendent — Cedar Bay 


Jean C. Rouvier 
Chief of Technical Services 


A. James Margolis 
Chief Accountant 


W. Baxter Goss 


Manager — Systems and Data Processing 


John Oelsner 
Mine Accountant 


René Martineau 
Manager — Personnel 


Laurent Nolet 
Superintendent of Maintenance 


André Cauchon 
Mill Superintendent 


Leo Cété 
Chief Mine Geologist 


Dillon Tanguay 
Master Mechanic 


Marcel Rouleau 
Chief Assayer 


Gilbert Lamarche 
Mine Purchasing Agent 


Oil and Gas 


Hugh Mogensen 
Vice-President 


Peter Podmaroff 
Chief Engineer 


Exploration 


Toronto 
Charles A. Krause 
Exploration Manager 


Chibougamau 
Gordon Ford 
Resident Field Manager 


Dr. K. Sethuraman 
Chief Research Geologist 


Mexico 
Alfonso Daco 
Chief Exploration Geologist 


Executive Office 


Paul A. Quigley 
Executive Office Accountant 
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